












and/or the shareholder, and as such, are not the entitlement of the CIAC contributor or 

developer." Goodhue testimony at 6-7. Thus, as was noted by Mr. Goodhue, the CIAC 

tax results in either an actual payment or the consumption ofNOLs earned by existing 

ratepayers, not the developer. 

19. Data request number 3 is related to number 2 and asks for the years and 

amounts of federal income tax paid. For the reasons described in the previous 

paragraphs, the Companies object. 

Pillsbury 1-4, 1-5, 1-6 

20. Data request number 4 asks the Companies to confirm the accuracy of the 

Independent Auditor's Report dated March 27, 2018. Pillsbury has stated no basis to 

believe they are inaccurate, and the Companies have no reason to believe they are not 

accurate. Indeed, if the Companies were to learn of any substantive inaccuracy in its 

reports it would file a corrected report. It has not done so and has no reason to believe at 

this time that corrected reports are necessary. 

21. To the extent the data report seeks information about the methodologies 

and accuracy of independent auditor's methodology, the question seeks expert opinions 

beyond the scope of data requests to the Companies. Furthermore, such confirmation is 

not relevant and is unlikely to lead to the discovery of admissible evidence. To the extent 

Pillsbury wishes to make an argument based on the numbers and data contained in the 

Independent Auditor's report, it should do so and can do so without the need to propound 

this data request. 1 

22. Although not dispositive to the motion to compel, the Companies feel it is 

1 The 2017 Independent Auditor's Report is available publicly at https://pennichuck.com/wp
content/uploads/2017/05/Pennichuck-AnnualShareholderRptAuditedFinancials30Mar2017 .pdf. 
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necessary to respond to Pillsbury's claim in its Motion that Mr. Goodhue told counsel for 

Pillsbury when asked about '"the effective tax rates' (which were negative) contained in 

the Independent Auditor's Report", "Mr. Goodhue's primary response was 'That is 

misleading .. .' or words to that effect." Pillsbury Motion at ~21. 

23. Counsel's representation of Mr. Goodhue's comment is incomplete and 

inaccurate. In fact, what Mr. Goodhue told counsel was that the table in the footnotes of 

the Independent Auditor's Report would be misleading if Counsel did not fully 

understand the intent of the table and/or the underlying amounts that support the table. 

The reconciliation in the footnote is intended to reconcile the statutory tax rate to the 

effective tax rate, on a book basis, not on an effective tax basis or cash impact basis. 

Included in that rate is the generation and/or usage of NOL carryforwards and other 

credits against tax, which have been earned and funded by ratepayers. An example of 

how this table could be misleading without fully understanding the underlying numbers is 

the table for the 2017 results, in which it reconciles the statutory Federal rate of 34% and 

the statutory net State rate of 6.2% to the effective tax rate of -20.8%. -45.8% of that rate 

reconciliation is due exclusively to the write-down of Deferred Taxes on the balance 

sheet related to the effective tax rate change under TCJA, from 34% to 21%, in that those 

Deferred Tax liabilities (funded by ratepayers) were materially impaired by the tax rate 

change. And, this factor as well as the other Permanent Differences between book and 

tax basis income (-15.8%), caused the Company to have a Tax Provision (expense) in lieu 

of the fact that the Pre-Tax Earnings were a loss; as such the true effective rate is 

misleading when looked at without the underlying facts, as a -21. 8% rate would lead the 

reader to believe that the Company had derived a benefit, rather than actually incurred a 

8 



disproportionate expense for income taxes as it relates to their earnings. 

24. Data requests 5 and 6 are similar to 4 but request confirmation of other 

data contained in the Independent Auditor's Report. For the reasons described in the 

previous paragraph, the Companies object. 

Pillsbury 1-9 

25. Data request number 9 asks for information on the five largest projects 

which are likely to be subject to CIAC payments. Similar to previous objections, this 

data request exceeds the scope of what is at issue in this docket. If the Intervenor has an 

alternative formula it wishes to present, it is free to do so. Seeking the identity of other 

companies that are likely to deliver taxable CIAC assets is not going to assist the 

Commission with its deliberations. Indeed, the Commission, and by extension anyone 

else who reviews the Commission's dockets, can see all of PEU's and PWW's 

anticipated projects on a going forward basis in their respective Qualified Capital Pr~ject 

Annual Adjustment Charge filings. 

26. As Mr. Goodhue described in his testimony, the Companies regularly 

receive contributed CIAC. It is that regular receipt of CIAC that makes this docket time 

sensitive. Seeking information about specific developer contacts for future potential 

CIAC only serves to delay the proceeding. Delays if the tariff change only erode the 

Company's available NOL's and Deferred Tax Liabilities, to the detriment ofratepayers. 

WHEREFORE, the Companies request that the Commission: 

A. Deny Pillsbury's Motion to Compel; and 

B. Grant such other relief as the Commission feels is just and equitable. 
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Date: March 7, 2019 By: 

Respectfully submitted, 

PENNICHUCK WATER WORKS, INC., 
PENNICHUCK EAST UTILITY, INC., AND 
PITTSFIELD AQUEDUCT COMPANY, INC. 

By its Attorneys, 

RA TH, YOUNG AND PIGNATELLI, PC 

chard W. Rea 
One Capital P' aza 
Concord, NH 03301 
(603) 226-2600 

Ce11ificate of Service 

I hereby certify that on this 7th day of March 2019, a copy of this motion has been 
served electronically to the Docket No. DW 18-189 Discover · t. 
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